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We are in a new era of medicine where breakthrough science
is transforming care with innovative treatment approaches...
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Medicines made from living cells

Medicines made of chemical
compounds

Medicines targeted to specific

Medicines treat broad diseases patient based on genetic makeup
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a freat cancer

Radiation and chemotherapy to Immunotherapy that harnesses

body’'s own immune system to
fight disease

CAR T-cell therapy

CRISPR
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...and enabling us to more effectively treat chronic disease,
the biggest cost driver.

Treating people with one or more chronic condition consumes
90 cents of every dollar spent on health care.
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In the midst of this incredible progress, medicine cost
growth is declining.

IMS Health & Quintiles are now
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In fact, after discounts and rebates, brand medicine prices
grew just 1.5% in 2018.

G
— Invoice Price Growih Estimated Net Price Growth**
Saurce {CVIA, January 2049

._::mm..xnﬁ?ma.,..m;:...ﬁ._.:cmo:_..‘o?s.aEcﬂ:nm::o_._mn;nt..n..mﬂo;mm...:__f_a:r..o_.ou._._a.nu:&.
el e geaih seflocts imapact of off- vl feteries o discounis provided by manufacturars




Frescription KMedicines: Costs in Context www piuma

Spending on retail and physician-administered medicines
continues to represent just 14% of spending...

Admin Costs

8%
m Home Health & Nursing Home Care

L 12%

/ |5 m Prescription Medicines
U.S. Health &

Care Physician & Clinical Services
Spending,
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m Hospital Care
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...and a small share of total Medicaid spending...

Dental Services
Other
m Prescription Medicines
Government Administrative Costs
® Physician and Clinical Services
® Home Health and Nursing Home Care

m Hospital Care

Tlate: Presorplon drug data is ot ed rebales andincudes bots ratal and nonsraband druga Daka used wore predamananily denwed from CS 84 repoils. Fre-rebale espendiures were tabulated s
State Drug Vllzaton data Sles ohd CRS brand/gesiens wifoat or cach DG

Source: CHIS ifalicnal Health Expenddure Dale and A'lliaiut




Prescription Medicines. Cosls in Context wawvw.phrma.orgicost

...and is projected to grow in line with health care spending
through next decade.
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At the same time, growth in other health care services will be
5 times total medicine spending growth through next decade.

Projected Cumulative Growth in Spending (in millions), 2017-2026

5x

DG 2020

t_i 1_.:.
Mz 2023 2024

Other Heaith Care Services Total Prescription Drug Expenditures
(10-vear cumulative increase: $1,958 billion) {10-year cumulative increase: $401 hillion}

Sourze: ChiS Hatanal Heallh Expendiiies Repol, 2018
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Insurers and PBMs have a lot of leverage to hold down
medicine costs.

Negotiating power is increasingly concentrated among
fewer pharmacy benefit managers (PBMs). insurers determine:

FORMULARY
if a medicine is covered

TIER PLACEMENT
patient cost sharing

Top 3 :
Market Share: ACCESSIBILITY

0 utilization management through
N A \o : prior authorization or fail first

PROVIDER INCENTIVES
preferred treatment guidelines
and pathways
B OplumRx (UnitedHeaithGroup)
CVS Health (Caremark)
Exprass Scripts
B A Other

Saweee! Drug Channels Instiute, February 2016 _
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In fact, more than 1/3 of the list price is rebated back to payers,
the government and other stakeholders in the supply chain.

Brand companies retain just 63% of list price Rebates, discounts, fees and other
spending on medicines price concessions have more than

doubled since 2012

$153B

|

118.5% |

W,

Brand Companies
B Market Access Rebates and Discounts
Statutory Rebates and Fees

B Supply Chain Entities

Source Barzeley Reseasch Group Fen A Drug Channels Insidale




Hospitals also benefit from misaligned incentives in the supply
chain.

Nearly one in five hospitals marks If a hospital purchased a medicine An analysis found that 320
up medicine prices to 700% or for $150, a 700% markup could hospitals mark up some
more of their acquisition cost result in patients being billed medicine prices at least 1000%

$1,050 for that medicine

Amount
bilied by
hospital

b Llcear Comainy. Hospia! Chadges and Reenbioesemen! for Madveanns: Analysis of Costlo Charge Ralies Seplember 2015




And patients face higher out-of-pocket costs at the pharmacy
counter even though total spending on hospital care is far higher.

Hospital spending is much higher Yet patients pay more out-of-pocket

than prescription drug spending. for medicines than for hospital care.

$1,142.6B

]
$800B $46.7B

!

$33.9B

$333.4B

Total U.S. Spending Total Patient Out-of-Pocket Spending

mHospital Care  mRetait Prescription Drugs mHospital Care  mRetail Prescription Drugs
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90% of all medicines dispensed in the United States
are generics.

$1.79
trillion

10-year savings
(2008-2017)

Souree. il
Source: Genence Fharmaceutcal Assonialean, “Genenc Drug Sovings inthe U S Repert ~ 2018
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Generics cost a fraction of the price of the initial
brand medicine.

Medicine % Change
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Schizophrenia& (2010)
Bipoiar Disorder . m._ 7
. Brand Name THEN . Generic NOW

Nole: Figures rapresent the average annual price for 30 pills of the most commonly dispensed form and strength, "Then” price
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Competition from generics and biosimilars is expected to
reduce U.S. brand sales by $95 billion from 2019 to 2023.

2014-2018: $69 Billion 2019-2023: $95

Projected

2021
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At the same time, innovator companies race to be the first to
market with a new medicine.

Sourge: Tuils Canter for the Sludy of Drug Devalonmic

Time Between Approval of First and
Second Medicines in a Therapeutic
Class Has Declined Dramatically

Competing brands generally launch within years

2.3

years
2005-2011
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The competitive U.S. market provides patients with access to
innovative medicines faster.

For example, American patients have access to cancer
medicines about two years earlier.

Delay in cancer medicine approval and reimbursement, 2010-2014

Germany 10

France 10

United Kingdom 10

ltaly 10

Spain 10

Australia

20 25 30
Months

Delay Belveen U.S. Approval and Country-Specific Approval m Deiay Betweon Country Approval and Rermbursement

1A analysis of HAS Consuihing Group “ratienl Access to innovative Oncoiogy Liedicdies scross Daveleped fiatmals
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More medicines are available to U.S. patients.

Nearly 90% of newly launched medicines from 2011 to 2017 were available in the
United States, compared to just two-thirds in the UK, half in Canada and France,
and one-third in Australia.

Number of New Medicines Available by Country*
(of 220 drugs launched 2011-2017)

192
156 For example, of the 14 new
147 diahetes medicines
launched over the period,
only one
108 106 106 was available in France.
80 73
48%
36% : 32
33% 17
1}
. I . 157 I g%
USA Germany UK Japan Canada France South Korea  Australia  New Zealand China

Nole: New Motecular Eniities (NME) approved by ihe FOA. European Medicines Agency {EMA) and Japan's Phanmaceuticals and Medical Devices Agency {(JPMDA]. and launch in any country between 20112017
Source: PhRMA analysis of IQVIA Analylcs
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Spending on prescription medicines is a small percentage of
total health care spending around the world.
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Prescription Medicines as a Percentage of Total Health Care Spending

fste! Tolal heallh care spondng saciusdes hosplal care, physican and c-nicos services, home health and nursing hemie care. gevernmeni admisizal on and no! cost of phvale heanh insutance, dental, hi
jrofessicial seraces as weell as durable medicat equ pment
Source: OECD Heath $latshes Dalatase laccessed Feliruary 2006 Ailarum Insttule, 2018, /A ten year projection of the prescrnphon drug share of nalicnal health expendiites iroiuil ng nen-reied
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Patients in the United States are facing rising out-of-pocket
costs and other barriers to care.

The use of four or more cost-
sharing tiers is becoming more
common on employer plans

7%
9%

2004 2006 2008 2010 2012 2014 2015 2015 2017
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And too often negotiated savings do not make their way
to patients.

More than half of commercially insured
patients’ out-of-pocket spending for brand
medicines is based on the full list price

Cost sharing for nearly 1in 5 brand'
prescriptions is based on list price

55%

B Copay
B Deductible
B Coinsurance

Source 1QVIA, May 2018 @
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Sharing negotiated discounts with patients would increase
premiums about 1%.

Certain commercially insured patients could save $145 to more than $800 annually.

Change in Plan Costs with Shared Rebates

PLAN TYPE

Traditional PPO Copay HDHP* Coinsurance HDHP

Net Plan Per Member Per Month Spend $433.91 $374 .41 $372.89
Change in Plan Costs $ $0.82 $2.62 $3.84

Change in Plan Costs % 0.2% 0.7% 1.0%

HOTED Man casliticivies meiea! and pharmacy clams

*HDHP = High-deducible heallh plan e
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Biopharmaceutical companies use today’s revenues to invest
in tomorrow’s treatments and cures.

Invested about Industry invests 17% of all domestic research

%@O mm _ _ mos and development funded by U.S. businesses

in R&D in 2016 L =
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Pharmaceuticals Softvare Automobiles Aprospaco Compuier Scientific R&D
& Medicines Systems Design Services
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Source: Researchmerca report and PhRLIA analys s of Natonal Seience Feundatien data e




Brescription Medicines: Costs in Context waw nhrima org

We need a public policy environment that recognizes and
rewards risk taking.

On average, it takes more than
10 years and $2.6B to research and develop a new medicine.

I BETWEEN 1998 AND 2014 1

Unsuccessful _ Successful

Attempts Attempts
Just

123 / _, 4
Alzheimer's Disease A N O\o Alzheimer’s Disease

Om . of drug candidates that enter \ N

Melanoma d,,, clinical testing are approved x.__

\ for use by patients \

167 V4 10

Lung Cancer N Lung Cancer

Melanoma

ler for Ihe Sy al Drsy Developanent [CS00
ut.cal Research and Liatulaclurels of arpenea {PhRILA) Researchng Aliieaner's Llodicises: Setbacks and Stepping Stones,” 2015
i*hamaccul.cal Reseaich and L zhunges of Arr A {FhRL'A) 'Researching Cancet Liedicries Seilraces and Sleppong Sicnes,” 2014
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Collectively, these market-based reforms can make medicines
more affordable and accessible.

MODERNIZE THE DRUG DISCOVERY AND DEVELOPMENT PROCESS
» Modernize the FDA to keep pace with scientific discovery and increase efficiency of generic approvals
* Promote and incentivize generic competition.

PROMOTE VALUE-DRIVEN HEALTH CARE

» Remove barriers restricting information companies can share with insurers.
» Reform regulations discouraging companies from offering discounts tied to outcomes.
* Modify Medicaid best price requirements.

EMPOWER CONSUMERS AND LOWER OUT-OF-POCKET COSTS

* Provide patients with access to negotiated rebates.

» Address affordability challenges in the deductible.
» Make more information on health care out-of-pocket costs and quality available to patients.

ADDRESS MARKET DISTORTIONS

» Address burdensome regulations that distort programs like the 340B Drug Pricing program.

IMPROVE TRADE AGREEMENTS
+ Enforce existing trade agreements.
+ Ensure new trade agreements recognize value of innovative medicines.




